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The Texas Public Finance Authority (the “Authority”) is issuing its Texas Public Finance Authority (Texas Military Facilities
Commission) Armory Improvement Revenue Bonds, Series 2004 (the “2004 Bonds”), which are special and limited obligations of the
Texas Military Facilities Commission (the “Commission”), formerly known as the Texas National Guard Armory Board, an agency of the
State of Texas (the “State”). The 2004 Bonds are issued under the authority of the Constitution and laws of the State, particularly Chapter
1232, Texas Government Code, as amended, Chapter 435, Texas Government Code, as amended, and resolutions adopted by the
Commission and the Authority. Proceeds from the sale of the 2004 Bonds will be used to: (i) construct, remodel, repair and/or equip one
or more buildings used or for use as armories, and (ii) pay the costs of issuing the 2004 Bonds, as more fully described herein.

The 2004 Bonds are initially issuable only to Cede & Co., the nominee of The Depository Trust Company, New York, New York
(“DTC”), pursuant to the book-entry system described herein. Beneficial ownership of the 2004 Bonds may be acquired in denominations
of $5,000 or integral multiples thereof. No physical delivery of the 2004 Bonds will be made to the purchasers thereof.

Principal of, premium, if any, and interest on the 2004 Bonds will be payable by the paying agent/registrar (the “Paying
Agent/Registrar”), initially JPMorgan Chase Bank, to Cede & Co., which will make distribution of the amounts so paid to the participating
members of DTC for subsequent remittance to the owners of the beneficial interests in the 2004 Bonds. Interest on the 2004 Bonds will
accrue from February 1, 2004 and will be payable semi-annually on April 1 and October 1 of each year, commencing October 1, 2004.
Principal on the 2004 Bonds will be payable annually on April 1, commencing April 1, 2005.

The 2004 Bonds are subject to optional redemption prior to maturity, as more fully described herein. See “THE 2004 BONDS—
Optional Redemption.”

The 2004 Bonds will be special and limited obligations of the Commission payable solely from Pledged Revenues, as described
herein, which will consist primarily of rental payments to the Commission from funds appropriated by the Legislature to the Adjutant
General of the State of Texas. The Legislature has no obligation to make any such appropriation. Neither the State of Texas nor any
state agency, political corporation, or political subdivision of the State of Texas will be obligated to pay the principal of, premium,
if any, or interest on the 2004 Bonds, except as described herein with respect to payments to be made by the Authority from the
revenues pledged for such purpose. Neither the full faith and credit nor the taxing power of the State of Texas or any state agency,
political corporation, or political subdivision of the State of Texas (including the Authority) will be pledged to the payment of the
principal of, premium, if any, or interest on the 2004 Bonds. The Authority has no taxing power. See “THE 2004 BONDS - Source
of Payment/Security for the 2004 Bonds.”

MATURITY AND PRICING SCHEDULE
See Inside Cover

MIA The scheduled payment of principal of and interest on the 2004 Bonds when due will be guaranteed under a municipal bond insurance
policy to be issued concurrently with the delivery of the 2004 Bonds by MBIA Insurance Corporation (the “Bond Insurer”). See “MUNICIPAL BOND
INSURANCE” and “RATING” herein.

The 2004 Bonds are offered for delivery by the initial purchaser when, as, and if issued by the Authority, subject to the approval of the Attorney
General of the State of Texas and the approval of certain legal matters by McCall, Parkhurst & Horton L.L.P., Austin, Texas, Bond Counsel. It is expected
that the 2004 Bonds will be delivered on or about March 11, 2004 through the facilities of DTC.



MATURITY AND PRICING SCHEDULE

Stated Principal Interest CUSIP Stated Principal Interest CUSIP

Maturity Amount Rate Yield® No. ® Maturity Amount Rate Yield® No. @
04/01/2005 $410,000 2.500%  1.100% 882756QN2  04/01/2015 $665,000 4.000%  3.640%  882756QY8
04/01/2006 505,000 2.500%  1.420%  882756QP7  04/01/2016 690,000 4.000%  3.780%  882756QZ5
04/01/2007 515,000 2.500%  1.730% 882756QQ5  04/01/2017 720,000 4.000%  3.890%  882756RA9
04/01/2008 525,000 2.500%  2.080%  382756QR3  04/01/2018 750,000 4.000%  4.000%  882756RB7
04/01/2009 540,000 2.500%  2.380%  882756QS1  04/01/2019 785,000 4.000%  4.100%  882756RC5
04/01/2010 560,000 3.500%  2.630%  382756QT9  04/01/2020 820,000 4.000%  4.200%  882756RD3
04/01/2011 580,000 3.500%  2.870% 882756QU6  04/01/2021 860,000 4.250%  4.290%  882756REl
04/01/2012 600,000 4.000%  3.100% 882756QV4  04/01/2022 895,000 4.250%  4.370%  882756RF8
04/01/2013 620,000 4.000%  3.330% 882756QW2  04/01/2023 935,000 4.375%  4.430%  882756RG6
04/01/2014 640,000 4.000%  3.520% 882756QX0  (04/01/2024 980,000 4.375%  4.500%  8382756RH4

(Accrued interest from February 1, 2004 to be added)

(1) The 2004 Bonds maturing on and after April 1, 2015 are subject to redemption at the option of the Authority acting at the
direction of the Commission, prior to maturity, as a whole or from time to time in part, on April 1, 2014 and on any date

)

€)

thereafter at a price of par plus accrued interest to the date fixed for redemption. See “THE 2004 BONDS — Optional

Redemption.”

The initial reoffering yields indicated represent the lower of the yields resulting when priced to maturity or the first call date. The
initial yields at which the 2004 Bonds will be priced will be established by and will be the sole responsibility of the Initial

Purchaser. The yields may change at the discretion of the Initial Purchaser.

CUSIP numbers have been assigned to the 2004 Bonds by the CUSIP Service Bureau and are included solely for the convenience
of the owners of the 2004 Bonds. Neither the Authority nor the Commission shall be responsible for the selection or the
correctness of the CUSIP numbers shown herein.

ii



STATE OF TEXAS

Rick Perry
Governor

David Dewhurst
Lieutenant Governor

Greg Abbott
Attorney General

Carole Keeton Strayhorn
Comptroller of Public Accounts

TEXAS PUBLIC FINANCE AUTHORITY

R. David Kelly
Chair

H. L. Bert Mijares, Jr.
Vice Chair

J. Vaughn Brock
Secretary

Helen Huey
Member

Daniel T. Serna
Member

Barry T. Smitherman
Member

(Vacant)
Member

fhdk

Kimberly K. Edwards
Executive Director

Judith Porras

General Counsel

Coastal Securities
CKW Financial Group, Inc.
Co-Financial Advisor

il



SALE AND DISTRIBUTION OF THE 2004 BONDS
Use of Official Statement

For purposes of compliance with Rule 15¢2-12 of the Securities and Exchange Commission, this document, as
the same may be supplemented or amended by the Authority from time to time (collectively, the “Official
Statement”), may be treated as an Official Statement with respect to the 2004 Bonds described herein that is deemed
final by the Authority as of the date hereof (or of any such supplement or amendment) except for the omission of no
more than the information permitted by Rule 15¢2-12.

No dealer, broker, salesman or other person has been authorized by the Authority to give any information or to
make any representation other than those contained in this Official Statement, and, if given or made, such other
information or representation must not be relied upon as having been authorized by the Authority. This Official
Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the
2004 Bonds by any person, in any jurisdiction in which it is unlawful for such person to make such offer,
solicitation, or sale. The information and expressions of opinion herein are subject to change without notice, and
neither the delivery of this Official Statement, nor any sale made hereunder, shall, under any circumstances, create
the implication that there has been no change in the affairs of the Authority or the State of Texas since the date
hereof. This Official Statement is submitted in connection with the sale of securities referred to herein and may not
be reproduced or used for any other purpose. In no instance may this Official Statement be reproduced or used in
part.

THIS OFFICIAL STATEMENT IS INTENDED TO REFLECT FACTS AND CIRCUMSTANCES ON THE
DATE OF THIS OFFICIAL STATEMENT OR ON SUCH OTHER DATE OR AT SUCH OTHER TIME AS
IDENTIFIED HEREIN. NO ASSURANCE CAN BE GIVEN THAT SUCH INFORMATION MAY NOT BE
MISLEADING AT A LATER DATE. CONSEQUENTLY, RELIANCE ON THIS OFFICIAL STATEMENT AT
TIMES SUBSEQUENT TO THE ISSUANCE OF THE 2004 BONDS DESCRIBED HEREIN SHOULD NOT BE
MADE ON THE ASSUMPTION THAT ANY SUCH FACTS OR CIRCUMSTANCES ARE UNCHANGED.

Marketability

The delivery of the 2004 Bonds is conditioned upon the receipt by the Authority of a certificate executed and
delivered by the Initial Purchaser on or before the date of delivery of the 2004 Bonds stating the prices at which a
substantial amount of the 2004 Bonds of each maturity has been sold to the public. For this purpose, the term
"public" shall not include any person who is a bond house, broker or similar person acting in the capacity of
underwriter or wholesaler. Otherwise, the Authority has no understanding with the Initial Purchaser regarding the
reoffering yields or prices of the 2004 Bonds. Information concerning reoffering yields or prices is the responsibility
of the Initial Purchaser.

The prices and other terms with respect to the offering and sale of the 2004 Bonds may be changed from
time to time by the Initial Purchaser after the 2004 Bonds are released for sale, and the 2004 Bonds may be offered
and sold at prices other than the initial offering prices, including sales to dealers who may sell the 2004 Bonds into
investment accounts. IN CONNECTION WITH THE OFFERING OF THE 2004 BONDS, THE INITIAL
PURCHASER MAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICES OF THE 2004 BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME. The Authority has no control over trading of the 2004 Bonds in the secondary market. Moreover, there
is no guarantee that a secondary market will be made in the 2004 Bonds.

Securities Laws
THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMMISSION PASSED UPON

THE ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.
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SUMMARY STATEMENT

This Summary Statement is subject in all respects to the more complete information contained in this
Official Statement. The offering of the 2004 Bonds to potential investors is made only by means of
this entire Official Statement, including the Appendices hereto. No one is authorized to detach this
Summary Statement from this Official Statement or to otherwise use it without this entire Official
Statement (including the Appendices). Certain defined terms used in this Summary Statement are
defined elsewhere in this Official Statement.

Issuer

Offering

Maturity

Interest

Redemption

Source of Payment/
Security for the
2004 Bonds

Texas Public Finance Authority (the “Authority”) on behalf of the Texas
Military Facilities Commission, formerly known as the Texas National Guard
Armory Board (the “Commission”).

$13,595,000 Texas Public Finance Authority (Texas Military Facilities
Commission) Armory Improvement Revenue Bonds, Series 2004 (the “2004
Bonds”).

April 1 of each of the years and in the principal amounts set forth on the inside
cover of this Official Statement. See “THE 2004 BONDS.”

Interest on the 2004 Bonds accrues from February 1, 2004 and is payable
semiannually on April 1 and October 1 of each year, commencing October 1,
2004. See “THE 2004 BONDS.”

The 2004 Bonds maturing on and after April 1, 2015 are subject to redemption
prior to maturity at the option of the Authority acting at the direction of the
Commission, on any date on or after April 1, 2014 at the redemption price of
par plus accrued interest, if any, to the date fixed for redemption. See “THE
2004 BONDS — Optional Redemption.”

The 2004 Bonds and the interest thereon, are payable from Pledged Revenues.
Pledged Revenues consist of (i) funds, if any, appropriated by the Legislature
of the State of Texas to the Adjutant General of the State of Texas for rental
payments by the Adjutant General and others to the Commission for use of the
armories, (ii) to the extent permitted by law, the proceeds of the sale of
Property of the Commission, if any, (iii) to the extent permitted by law, any
amounts received from the United States Government, if any, (iv) interest and
income derived from the deposit and investment of moneys credited to Funds,
including the Revenue Fund, the Interest and Sinking Fund, and the
Construction Fund, maintained pursuant to the Resolution, and (v) any
additional revenues, income, receipts or other resources, including without
limitation, any grants, donations or income received or to be received from the
United States Government, or any other public or private source, whether
pursuant to an agreement or otherwise, which may be pledged to the payment
of the Bonds or Additional Bonds, but excluding Other Revenues. The 2004
Bonds will constitute special obligations of the Commission and will be on a
parity with the outstanding Series 2002 Bonds (collectively, with the 2004
Bonds, the “Bonds”), and are secured by and payable solely from an
irrevocable first lien on and pledge of the Pledged Revenues. See “THE 2004
BONDS - Source of Payment/Security for the 2004 Bonds.” Although the
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Rate Covenant

Book-Entry-Only
System

Use of Proceeds

Additional Bonds

Rating

Legislature has never failed to appropriate funds for the Authority’s revenue
bonds, the Legislature has no obligation to make the appropriations
described above. There is no mortgage in any physical facilities.

The Resolution, hereinafter defined, authorizing the 2004 Bonds provides that
the Commission shall fix, charge and collect rents for the use of the Property
of the Commission, in such amounts, without any limitation whatsoever, as
will be at least sufficient at all times to provide, together with other Pledged
Revenues, the money for making all deposits required to be made to the credit
of the Interest and Sinking Fund to ensure full and timely payment for all of
the Bonds and any Additional Bonds and, together with other moneys
available for such purpose, for paying the Operation and Maintenance
Expenses, as hereinafter defined. The Resolution further provides that the
Commission shall maintain leases with the Adjutant General of the State of
Texas or any agency of the federal government for the use of all or part of the
Property of the Commission (as hereinafter defined) whereby the lease
payments made by the Adjutant General or any agency of the federal
government will be sufficient to provide the money for making all deposits
required to be made to the credit of the Interest and Sinking Fund in
connection with the Bonds and any Additional Bonds, and, together with other
moneys available for such purpose, for paying the Operation and Maintenance
Expenses. See “SELECTED PROVISIONS OF THE RESOLUTION--Rate
Covenant.”

The 2004 Bonds are initially issuable only to Cede & Co, the nominee of DTC
pursuant to a book entry only system. No physical delivery of the 2004 Bonds
will be made to the Beneficial Owners, as hereinafter defined, of the 2004
Bonds. Principal and interest will be paid to Cede & Co., which will distribute
such payments to the participating members of DTC for remittance to the
Beneficial Owners of the 2004 Bonds. See “BOOK-ENTRY-ONLY
SYSTEM.”

The proceeds of the 2004 Bonds will be used to: (i) construct, remodel, repair,
and/or equip one or more buildings used or for use as armories, and (ii) pay
the costs of issuing the 2004 Bonds. See “SOURCES AND USES OF
FUNDS.”

Additional parity bonds may be issued, when among other requirements, the
existing leases of Properties of the Commission to the State of Texas or to any
agency of the federal government, will provide sufficient rental income during
the next succeeding fiscal year which will be fully sufficient to pay the
average annual principal and interest requirements on all then outstanding
Bonds and Additional Bonds and the then proposed Additional Bonds, and
when such rental and interest income is added to all other revenues for said
year, such total revenues are in addition fully sufficient to pay all other
expenses of the Commission for that year including but not limited to the cost
of operating, maintaining, insuring and repairing said armory facilities and the
necessary and proper administrative expenses of the Commission.

Moody’s Investors Service (“Moody’s”) has assigned a rating of “Aaa” to the
2004 Bonds as a result of a municipal bond insurance policy issued by MBIA
Insurance Corporation. The 2004 Bonds received an underlying rating of
“Aa2” from Moody’s. See “RATING” And “MUNICIPAL BOND
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Municipal Bond
Insurance

Legality

INSURANCE” herein.

The payment of principal and interest on the 2004 Bonds when due is insured by
a municipal bond insurance policy to be issued by MBIA Insurance Corporation
simultaneously with the delivery of the 2004 Bonds. See "MUNICIPAL BOND
INSURANCE" herein.

The issuance of the 2004 Bonds is subject to the approving opinions of the
Attorney General of the State of Texas and the approval of certain legal
matters by McCall, Parkhurst, & Horton L.L.P., Austin, Texas, Bond Counsel.
See “LEGAL MATTERS.”
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OFFICIAL STATEMENT
relating to

TEXAS PUBLIC FINANCE AUTHORITY
(Texas Military Facilities Commission)

$13,595,000
Armory Improvement Revenue Bonds,
Series 2004

INTRODUCTION

This purpose of this Official Statement (which includes the cover page, Summary Statement, and attached
Appendices) is to furnish information concerning the proposed offering of the Texas Public Finance Authority
(Texas Military Facilities Commission) Armory Improvement Revenue Bonds, Series 2004 (the “2004 Bonds™),
which are being issued by the Texas Public Finance Authority (the “Authority”’) on behalf of the Texas Military
Facilities Commission (the “Commission”) in the aggregate principal amount set forth above. The 2004 Bonds
are authorized to be issued pursuant to: (i) the Constitution and laws of the State of Texas (the “State”), including
the Texas Public Finance Authority Act, as amended, Chapter 1232, Texas Government Code, as amended (the
“Enabling Act”) and Chapter 435, Texas Government Code, as amended (the “Act”), and certain other statutes
and (ii) a resolution adopted by the Board of Directors of the Authority on February 18, 2004 (the “Resolution’)
and a resolution adopted by the Members of the Commission on February 6, 2004 (the “Commission
Resolution™).

Because the Pledged Revenues, as described herein, which will consist primarily of rental payments to the
Commission from funds appropriated by the Legislature to the Adjutant General of the State of Texas, the
information concerning the State that is contained in the Bond Appendix (referenced in Appendix A to this
Official Statement) should be reviewed carefully. The summaries of documents contained herein do not purport
to be complete and are qualified in their entirety by reference to the respective documents, which are available for
inspection at the offices of the Authority, 300 West 15th Street, Suite 411, William P. Clements State Office
Building, Austin, Texas 78701.

PLAN OF FINANCE
Use of Proceeds
The 2004 Bonds are being issued to provide sufficient funds to: (i) construct, remodel, repair, and/or

equip one or more buildings used or for use as armories, as permitted by the Act; and (ii) pay the costs of issuing
the 2004 Bonds.



SOURCES AND USES OF FUNDS

The proceeds from the sale of the 2004 Bonds, including accrued interest, will be applied as follows:

Sources

Par Amount of 2004 Bonds $13,595,000.00

Accrued Interest 56,915.97

Bidders Premium 10.363.10
Total $13,662,279.07

Uses

Construction Fund Deposits $13,514,022.00

Interest and Sinking Fund Deposit 68,257.07

Costs of Issuance 80,000.00
Total $13,662,279.07

THE AUTHORITY
General

The Authority is a public authority and body politic and corporate created in 1984 by an act of the
Legislature. The Authority (formerly known as the Texas Public Building Authority) succeeded to the ownership
of all property of, and all lease and rental contracts entered into by, the Texas Public Building Authority, and all
of the obligations contracted or assumed by the Texas Public Building Authority became obligations of the
Authority.

The Authority is currently governed by a board of directors (the “Authority Board”) composed of seven
members appointed by the Governor of the State (the “Governor”) with the advice and consent of the State
Senate. The current members of the Authority Board, the office held by each member and the date on which each
member's term expires are as follows:

Term
Name Position Expires
R. David Kelly Chair 2007
H. L. Bert Mijares, Jr. Vice Chair 2005
J. Vaughn Brock Secretary 2007
Helen Huey Member 2005
Daniel T. Serna Member 2003*
Barry T. Smitherman Member 2007

[Vacant] Member
*Member continues to service until a replacement qualifies for office.
The Authority employs an Executive Director (the “Executive Director”) who is charged with managing the

affairs of the Authority, subject to and under the direction of the Authority Board. The Executive Director is
Kimberly K. Edwards. Ms. Edwards has been with the Authority since March, 1997.



Pursuant to the Enabling Act and Chapters 1401 and 1403, Texas Government Code, the Authority issues
general obligations and revenue bonds for designated State agencies (including certain institutions of higher
education) and administers the Master Lease Purchase Program, a revenue commercial paper program, primarily
to finance equipment acquisitions by State agencies. Under these authorities, the Authority has issued revenue
bonds on behalf of the Commission, the Texas Building and Procurement Commission, the State Preservation
Board, the Texas Department of Criminal Justice, the Texas Department of Health, the Texas Parks and Wildlife
Department, the Texas Department of Agriculture, the Texas Department of Human Services, the Texas
Workforce Commission, the Texas State Technical College System, Midwestern State University, Stephen F.
Austin State University, and Texas Southern University. It has also issued general obligations for the Texas Parks
and Wildlife Department, the Texas Department of Criminal Justice, the Texas Department of Mental Health and
Mental Retardation, the Texas Department of Public Safety, the Texas Youth Commission, the Texas National
Research Laboratory Commission, the Texas Department of Health, the Texas Historical Commission, Texas
School for the Blind and Visually Impaired, Texas School for the Deaf, the Texas Department of Agriculture, the
Adjutant General’s Department, the Texas Department of Transportation, and the Texas Juvenile Probation
Commission.

Before the Authority may issue bonds for the acquisition or construction of a building for a State agency,
other than an institution of higher education, the Legislature must have authorized the specific project for which
the bonds are to be issued and the estimated cost of the project or the maximum amount of bonded indebtedness
that may be incurred by the issuance of bonds. The Texas Supreme Court, in Texas Public Building Authority v.
Mattox, 686 S.W.2d 924 (1985), ruled that revenue bonds issued by the Authority do not constitute debt of the
State within the meaning of the State Constitution. As set forth in the Enabling Act, revenue obligations issued
thereunder are not a debt of the State or any State agency, political corporation or political subdivision of the State
and are not a pledge of the full faith and credit of them.

Sunset Review

In 1977, the State Legislature enacted the Texas Sunset Act (Chapter 325, Texas Government Code, as
amended) which provides that virtually all agencies of the State, including the Authority and the Commission, are
subject to periodic review of the Legislature and that each agency subject to sunset review will be abolished
unless the Legislature specifically determines to continue its existence. The Authority was reviewed during the
1997 legislative session under the Texas Sunset Act, and the next scheduled review of the Authority is during the
legislative session in 2009. The Enabling Act of the Authority, as amended by the 75th Legislature, provides that
if the Authority is not continued in existence, the Authority will cease to exist as of September 1, 2009; however,
the Texas Sunset Act provides that the Authority will exist until September 1 of the following year (September 1,
2010) in order to conclude its business.

In the event either the Authority or the Commission is abolished pursuant to the Texas Sunset Act, the
Governor is required to designate an appropriate state agency to carry out the Authority's or the Commission’s
covenants contained in the 2004 Bonds and in the documents authorizing the 2004 Bonds. In such event, General
Counsel to the Authority believes that (1) the 2004 Bonds would remain valid and binding obligations, subject to
all applicable terms and conditions of the laws and proceedings authorizing the 2004 Bonds, and (2) such
designated agency would be obligated and authorized to carry out all such covenants and to provide payment from
the sources pledged to the 2004 Bonds in accordance with the terms thereof until the 2004 Bonds are paid in full.

Additional Authorized Revenue Bond Projects

The State Legislature has authorized the Authority to issue general obligation and revenue bonds for a number
of additional projects for other state agencies and institutions of higher education and may authorize further
projects in future legislative sessions. See the Bond Appendix referenced in Appendix A. The State agency
responsible for the project to be financed is also responsible for initiating the project and requesting financing.



The Authority cannot determine in advance when a client agency will be ready to begin an authorized project, nor
can the Authority determine which, if any, additional projects will be authorized by the Legislature.

Relationship With Other State Agencies

Under the Enabling Act, the Authority's power is limited to financing projects and does not affect the power
of the Commission or any other agency or institution of the State to carry out its statutory authority, including its
authority to construct buildings. The Enabling Act directs state agencies and institutions to carry out their
authority regarding projects financed by the Authority as if the projects were financed by legislative
appropriation.  Accordingly, the Authority will not be responsible for supervising the construction and
maintenance of any projects.

Payments on the 2004 Bonds are expected to be made from money appropriated by the Legislature, to the
Adjutant General for rent payments to the Commission, or other available money transferred to the Interest and
Sinking Fund. See “THE 2004 BONDS - Source of Payment/Security for the 2004 Bonds.”

With certain exceptions, bonds issued by state agencies and institutions of higher education, including bonds
issued by the Authority, must be approved by the Texas Bond Review Board prior to their issuance. The Texas
Bond Review Board is composed of the Governor, the Lieutenant Governor, the Speaker of the House of
Representatives and the Comptroller of Public Accounts. The Governor is the Chairman of the Texas Bond
Review Board. Each member of the Texas Bond Review Board may, and frequently does, act through a designee.
The 2004 Bonds received the final approval of the Texas Bond Review Board on January 22, 2004.

THE TEXAS MILITARY FACILITIES COMMISSION
General

The Commission (formerly the Texas National Guard Armory Board) is an agency of the State established
pursuant to Chapter 435 of the Texas Government Code, as amended (the “Act”). Under the Act, the Commission
is the exclusive authority for the construction, repair, and maintenance of Texas National Guard armories,
facilities, and improvements owned by the state located on Commission property. The Commission is a public
authority and a body politic and corporate, and has all the powers necessary for acquisition, construction, rental,
control, maintenance, operation, and disposition of Texas National Guard or Texas State Guard facilities and real
property, including all property and equipment necessary or useful in connection with such facilities. Under the
Act, the Commission is authorized to request that the Authority issue bonds on its behalf to acquire one or more
building sites or buildings or to construct, remodel, repair, or equip one or more buildings, or to refund any of the
outstanding bonds issued by the Commission or by the Authority on behalf of the Commission. Provided
however, that no such bonds may be issued without the approval of the Attorney General of the State of Texas.

The Texas National Guard is headquartered in Austin, Texas at Camp Mabry and encompasses both Army
National Guard and Air National Guard Units. The Army National Guard is currently composed of the State Area
Command (STARC), the 71st Troop Command, and the 49th Armored Division. The Air National Guard is
presently composed of a Tactical Airlift Wing, a Fighter Interceptor Group, a Tactical Fighter Group, two Combat
Communication Squadrons, a Combat Communication Group and an Air Defense Squadron. Currently there are
a total of 248 active units (198 Army and 50 Air Force) with a combined authorized strength of 21,665. The
Commission currently has a total of 39 employees, including John A. Wells, Executive Director of the
Commission, and Lydia Giesbers, Deputy Director of the Commission.



Members of the Commission

The Act provides that the Commission shall be composed of: (i) one actively serving senior officer of the
Texas National Guard, appointed by the Governor of the State of Texas with the advice and consent of the Texas
Senate from a list submitted by the adjutant general; and (ii) six members of the general public, appointed by the
Governor with the advice and consent of the Texas Senate, and who are not actively serving in the Texas National
Guard while serving as members of the Commission, and two of whom must have experience in architecture, civil
engineering, or construction management. Commission members’ terms are for six years. The current members
of the Commission and the date on which each member’s term expires are as follows:

Term
Name Occupation Residence Expires
R. Gary McClure (Chairman) Construction Company, President San Angelo 2003*
Jorge Perez (Treasurer) Engineer McAllen 2005
C. Tammy Linbeck Casey Attorney Houston 2003*
Delores Ann Harper Real Estate Broker San Antonio 2007
Sandra Paret Architect Dallas 2005
BG Michael Taylor Human Resources Director Lufkin 2007

* Commissioner continues to serve until a successor qualifies for office.
Properties of the Commission

The Commission maintains and operates 312 buildings located in 78 Texas cities for the use of its various
units. These facilities include 88 armories, various other support facilities and approximately 14,752 acres of
land. The Commission has 32 long-term leasehold agreements with various cities and counties which provide for
the use of land, or land and facilities, to maintain National Guard Units. In addition to a number of smaller tracts,
the Commission also owns the following major tracts of land outright without reversionary rights:

Camp Maxey (Lamar County) 6,419.07 acres
Camp Bowie (Brown County) 4,894.64 acres
Camp Barkley (Taylor County) 993.40 acres

The Commission has historically issued revenue bonds to provide part or all of the State’s share of armory
construction in a continuing program under which the State provides 25% of the costs and the federal government
provides 75% of the costs.

Commission Continuance Subject to Sunset Review

The Commission is subject to review under the Texas Sunset Act (Chapter 325 of the Texas Government
Code, as amended), which provides that virtually all agencies of the State, including the Authority and the
Commission, are subject to periodic review of the Legislature and that each agency subject to sunset review will
be abolished unless the Legislature specifically determines to continue its existence. The Commission was last
reviewed during the 1999 legislative session, and its next scheduled review is during the legislative session in
2009. If the Commission were to be abolished under the Sunset Act, the Governor would be required to designate
an appropriate state agency to carry out the Commission’s covenants contained in the 2004 Bonds and in the
documents authorizing the 2004 Bonds. In such event, Legal Counsel to the Commission believes that (1) the
2004 Bonds would remain valid and binding obligations, subject to all applicable terms and conditions of the laws
and proceedings authorizing the 2004 Bonds, and (2) such designated agency would be obligated and authorized
to carry out all such covenants and to provide payment from the sources pledged to the 2004 Bonds in accordance
with the terms thereof until the 2004 Bonds are paid in full.



Financial Support
The Commission’s two major sources of support are the following:

1. State General Revenue Appropriations: The Commission makes biennial requests for maintenance and
operating expenses including salaries, travel, utilities, and certain capital outlays.

2. State Adjutant General Rentals: As provided under the Act, the Commission leases armories to the State
through the Adjutant General at rentals which are calculated to be sufficient to pay debt service on the bonds
issued by or on behalf of the Commission, as well as to pay for operation and maintenance of the properties and
other necessary expenses.

The State of Texas 78th Legislature, Regular Session, approved biennial appropriations to be made to the
Adjutant General for armory rentals in the amount of $3,193,031 for fiscal year 2004 and $3,704,358 for fiscal
year 2005.

In addition to the two major sources of financial support listed above, the Commission obtains additional
revenues from grass leases on acreage, gravel and water sales, interest on deposits, miscellaneous other rental
income, and from time to time the sale of surplus Commission property. Most such sales involve small items or
properties and result in only nominal revenues.

THE 2004 BONDS
Description of the 2004 Bonds

The 2004 Bonds will be issued in book-entry form pursuant to the book-entry-only system described below.
Beneficial owners of 2004 Bonds will not receive physical delivery of the bond certificates. The 2004 Bonds will
be issuable in fully registered form (without coupons) and purchases of 2004 Bonds are required to be in the
denomination of $5,000 or any integral multiple thereof. The 2004 Bonds will bear interest at the rates shown on
the inside cover page of this Official Statement, calculated on the basis of a 360-day year composed of 12 months
of 30 days each. The 2004 Bonds will mature in the principal amounts and on the dates shown on the inside cover
page of this Official Statement. The 2004 Bonds will be dated and will bear interest from February 1, 2004.
Interest on the 2004 Bonds will be payable semi-annually on each April 1 and October 1 (each an “Interest
Payment Date”), commencing October 1, 2004. A debt service schedule for the 2004 Bonds is included in
Appendix B to the Official Statement.

Optional Redemption

The 2004 Bonds maturing on and after April 1, 2015 are subject to redemption, at the option of the Authority
acting at the direction of the Commission, prior to maturity, in whole or from time to time in part, on April 1,
2014, and on any date thereafter, at a price of par plus accrued interest to the date fixed for redemption. If less
than all of the 2004 Bonds are redeemed at any time, the maturities to be redeemed shall be selected and
designated by the Commission and the Commission shall direct the Paying Agent/Registrar to select by lot, 2004
Bonds, or the portions thereof within such maturities and in such principal amounts for redemption (provided that
a portion of a 2004 Bond may be redeemed only in an integral multiple of $5,000); provided, however, that during
any period in which ownership of the 2004 Bonds is determined only by a book entry at a securities depository for
the 2004 Bonds, if fewer than all of the 2004 Bonds of the same maturity and bearing the same interest rate are to
be redeemed, the particular 2004 Bonds of such maturity and bearing such interest rate shall be selected in
accordance with the arrangements among the Authority and the securities depository.



Notice of Redemption

Not less than thirty (30) days prior to a redemption date for any 2004 Bond, a written notice of redemption is
required to be sent to the registered owner of each 2004 Bond or a portion thereof being called for redemption by
sending such notice to the address of each such registered owner appearing on the registration books of the Paying
Agent/Register at the close of business on the Business Day next proceeding the date of such distribution.

Such notice shall contain a description of the 2004 Bonds to be redeemed, the date of issue, the interest rate,
the maturity date, the CUSIP number, the certificate numbers, the amounts called of each certificate, the
publications and mailing date for the notice, the date of redemption, the redemption price, the name of the Paying
Agent/Registrar, and the address at which the 2004 Bonds may be redeemed including the contact person and
telephone number. So long as the 2004 Bonds remain Book-Entry-Only Bonds, the Authority shall only be
required to send such notice of redemption to the Securities Depository (or its nominee), initially, DTC. Any
notice of redemption so sent as provided in this provision will be conclusively presumed to have been duly given,
whether or not the Bond Owner receives such notice by the date fixed for redemption, and due provisions shall be
made with the Paying Agent/Registrar for payment of the redemption price of the 2004 Bonds or portions thereof
to be redeemed. When the 2004 Bonds have been called for redemption, in whole or in part, and notice of
redemption has been given as herein provided, the 2004 Bonds or portions thereof so redeemed shall no longer be
regarded as outstanding, except for the purpose of receiving payment solely from the funds so provided for
redemption, and interest that would otherwise accrue after the redemption date on any 2004 Bond or portion
thereof called for redemption shall terminate on the date fixed for redemption.

The 2004 Bonds may be redeemed only in principal amounts of $5,000 or integral multiples thereof. If a
2004 Bond subject to redemption is in a denomination larger than $5,000, a portion of such 2004 Bond may be
redeemed, but only in integral multiples of $5,000. In selecting portions of 2004 Bonds for redemption, the
Paying Agent/Registrar shall treat each 2004 Bond as representing that number of 2004 Bonds of $5,000
denomination that is obtained by dividing the principal amount by $5,000. Upon surrender of any 2004 Bond for
redemption in part, the Paying Agent/Registrar shall authenticate and deliver for exchange therefor a 2004 Bond
or 2004 Bonds of like maturity and interest rate in an aggregate principal amount equal to the unredeemed portion
of the Bond so surrendered.

Source of Payment/Security for the 2004 Bonds

The Bonds (including the 2004 Bonds), hereinbelow defined, and any Additional Bonds, and the interest
thereon, are payable from and secured by an irrevocable first lien on and pledge of, the Pledged Revenues.
Pursuant to the Resolution, Pledged Revenues consist of (i) funds, if any, appropriated by the State Legislature to
Adjutant General of the State for rental payments by the Adjutant General and others to the Commission for use
of the armories, (ii) to the extent permitted by law, the proceeds of the sale of Property of the Commission, if any,
(iii) to the extent permitted by law, any amounts received from the United States Government, if any, (iv) interest
and income derived from the deposit and investment of moneys credited to the Funds, including the Revenue
Fund, Interest and Sinking Fund and Construction Fund, maintained pursuant to the Resolution, and (v) any
additional revenues, income, receipts or other resources, including without limitation, any grants, donations or
income received or to be received from the United States Government, or any other public or private source,
whether pursuant to an agreement or otherwise, which may be pledged to the payment of the Bonds or Additional
Bonds, but excluding Other Revenues.

The 2004 Bonds will be issued on a parity with the previously issued outstanding Series 2002 Bonds
(collectively, with the 2004 Bonds, the “Bonds”), and are secured by and payable solely from the Pledged
Revenues.



The Bonds (including the 2004 Bonds) and any Additional Bonds constitute special obligations of the
Commission, payable solely from the Pledged Revenues, and such obligations do not constitute an
indebtedness of the State of Texas, and the holders of the Bonds (including the 2004 Bonds) and Additional
Bonds shall never have the right to demand payment thereof out of funds raised or to be raised by taxation.
The only liability of the State, through the Adjutant General’s Department, results from the obligation to make
rental payments to the Commission from funds, if any, appropriated to the Adjutant General’s Department for
such purpose by the State Legislature. Each biennium, the State Legislature determines the amount, if any, to
appropriate for rental by the Adjutant General and others for use of the armories. Under the Texas Constitution,
an appropriation may not be made for more than one biennium.

There is no mortgage in any physical facilities.

While it is expected that the State Legislature will make appropriations for rental payments for each
fiscal year or biennium in an amount sufficient for debt service on the Bonds (including the 2004 Bonds)
and any Additional Bonds, the State Legislature has no legal obligation to do so, and the owners of the 2004
Bonds will have no right to compel the State Legislature to make such appropriations.

The Commission has been appropriated amounts for rental payments sufficient to pay debt service on the
Bonds (including the 2004 Bonds) in the current biennium and will request appropriations sufficient to pay debt
service in future years. Because the rental payments will ultimately be made from funds appropriated by the State
Legislature to the Commission, prospective purchasers of the 2004 Bonds are encouraged to review the Bond
Appendix referenced in Appendix A to this Official Statement (which contains certain information regarding the
financial condition of the State) as though the State were the source of revenues for debt service payments on the
2004 Bonds, even though the State will not be obligated to pay the 2004 Bonds. The financial condition of the
State has a bearing upon whether the Legislature will be willing to appropriate funds to make Lease Payments and
whether the State will be able to satisfy obligations for Rent Payments if funds are appropriated.

Defeasance

The Resolution provides for the defeasance of the 2004 Bonds and the termination of the pledge of
revenues and all other general defeasance covenants in the Resolution under certain circumstances. Any 2004
Bond and the interest thereon shall be deemed to be paid, retired and no longer outstanding (a "Defeased
Obligation") within the meaning of the Resolution, except to the extent provided below for the Paying Agent to
continue payments and for the Authority to retain the right to call Defeased Obligations to be paid at maturity,
when the payment of all principal and interest payable with respect to such 2004 Bond to the due date or dates
thereof (whether such due date or dates be by reason of maturity, upon redemption, or otherwise) either (i) shall
have been made or caused to be made in accordance with the terms thereof (including the giving of any required
notice of redemption) or (ii) shall have been provided for on or before such due date by irrevocably depositing
with or making available to the Paying Agent or an eligible trust company or commercial bank for such payment
(1) lawful money of the United States of America sufficient to make such payment, (2) Defeasance Securities
(defined below) that mature as to principal and interest in such amounts and at such times as will ensure the
availability, without reinvestment, of sufficient money to provide for such payment and when proper
arrangements have been made by the Authority with the Paying Agent or an eligible trust company or commercial
bank for the payment of its services until after all Defeased Obligations shall have become due and payable or (3)
any combination of (1) and (2). At such time as a 2004 Bond shall be deemed to be a Defeased Obligation, such
2004 Bond and the interest thereon shall no longer be secured by, payable from, or entitled to the benefits of, the
revenues pledged as provided in the Resolution, and such principal and interest shall be payable solely from such
money or Defeasance Securities.

The deposit under clause (ii) above shall be deemed a payment of a 2004 Bond when proper notice of
redemption of such 2004 Bonds shall have been given, in accordance with the Resolution. Any money so



deposited with the Paying Agent or an eligible trust company or commercial bank may at the discretion of the
Authority also be invested in Defeasance Securities, maturing in the amounts and at the times as set forth in the
Resolution, and all income from such Defeasance Securities received by the Paying Agent or an eligible trust
company or commercial bank that is not required for the payment of the 2004 Bonds and interest thereon, with
respect to which such money has been so deposited, shall be turned over to the Authority.

All money or Defeasance Securities set aside and held in trust pursuant to the provisions of the Resolution
for the payment of principal of the 2004 Bonds and premium, if any, and interest thereon, shall be applied to and
used solely for the payment of the particular 2004 Bonds and premium, if any, and interest thereon, with respect
to which such money or Defeasance Securities have been so set aside in trust. Until all Defeased Obligations
shall have become due and payable, the Paying Agent shall perform the services of Registrar for such Defeased
Obligations the same as if they had not been defeased, and the Authority shall make proper arrangements to
provide and pay for such services as required by the Resolution.

If money or Defeasance Securities have been deposited or set aside with the Paying Agent or an eligible
trust company or commercial bank for the payment of 2004 Bonds and such 2004 Bonds shall not have in fact
been actually paid in full, no amendment of the defeasance provisions of the Resolution shall be made without the
consent of the registered owner of each 2004 Bond affected thereby.

Retention of Rights. To the extent that, upon the defeasance of any Defeased Obligation to be paid at its
maturity, the Authority retains the right under Texas law to later call that Defeased Obligation for redemption in
accordance with the provisions of the order authorizing its issuance, the Authority may call such Defeased
Obligation for redemption upon complying with the provisions of Texas law and upon the satisfaction of the
provisions set forth above regarding such Defeased Obligation as though it was being defeased at the time of the
exercise of the option to redeem the Defeased Obligation and the effect of the redemption is taken into account in
determining the sufficiency of the provisions made for the payment of the Defeased Obligation.

Investments. Any escrow agreement or other instrument entered into between the Authority and the
Paying Agent or an eligible trust company or commercial bank pursuant to which money and/or Defeasance
Securities are held by the Paying Agent or an eligible trust company or commercial bank for the payment of
Defeased Obligations may contain provisions permitting the investment or reinvestment of such moneys in
Defeasance Securities or the substitution of other Defeasance Securities upon the satisfaction of certain
requirements. All income from such Defeasance Securities received by the Paying Agent or an eligible trust
company or commercial bank which is not required for the payment of the 2004 Bonds and interest thereon, with
respect to which such money has been so deposited, will be remitted to the Authority.

For the purposes of these provisions, "Defeasance Securities" means (i) Federal Securities, (ii)
noncallable obligations of an agency or instrumentality of the United States of America, including obligations that
are unconditionally guaranteed or insured by the agency or instrumentality and that, on the date the Authority
adopts or approves proceedings authorizing the issuance of refunding bonds or otherwise provide for the funding
of an escrow to effect the defeasance of the 2004 Bonds are rated as to investment quality by a nationally
recognized investment rating firm not less than "AAA" or its equivalent, and (iii) noncallable obligations of a
state or an agency or a county, municipality, or other political subdivision of a state that have been refunded and
that, on the date the Authority adopts or approves proceedings authorizing the issuance of refunding bonds or
otherwise provides for the funding of an escrow to effect the defeasance of the 2004 Bonds, are rated as to
investment quality by a nationally recognized investment rating firm no less than "AAA" or its equivalent. For
the purposes of these provisions, "Federal Securities" means direct, noncallable obligations of the United States of
America, including obligations that are unconditionally guaranteed by the United States of America (including
Interest Strips of the Resolution Funding Corporation).



Remedies

The Resolution does not establish specific events of default with respect to the Bonds nor does it provide for
acceleration of the maturities of the Bonds or any other specific remedy in the event of a default in payment or
upon the failure of the Commission to observe any covenant under the Resolution. Although a registered owner
of Bonds could presumably obtain a judgment against the Commission to observe any covenant under the
Resolution if a default occurred in the payment of the principal or interest on the Bonds, such judgment could not
be satisfied by execution against any property of the Commission other than the Pledged Revenues. Such
registered owner’s only practical remedy, if a default occurs, is a mandamus or mandatory injunction proceeding
to compel the Commission to observe or perform any of its obligations under the Resolution. The enforcement of
any such remedy may be difficult and time consuming and a registered owner could be required to enforce such
remedy on a periodic basis. Although the Resolution provides for the appointment of a trustee, it provides no
specific remedies to be taken by the trustee in the event of a default by the Commission in the payment of
principal and/or interest on the Bonds, or upon the failure of the Commission to perform in accordance with the
terms of the Resolution, or upon any other condition. Furthermore, the Commission is eligible to seek relief from
its creditors under the U.S. Bankruptcy Code. The opinion of Bond Counsel will note that all opinions relative to
the enforceability of the Resolution and the Bonds are qualified with respect to the customary rights of debtors
relative to their creditors.

Record Date for Interest Payment

The record date for determining the person to whom the interest is payable on any interest payment date (the
“Record Date”) is the fifteenth (15™) day of the month next preceding such interest payment date, as specified in the
Resolution. In the event of a non-payment of interest on a scheduled payment date, and for 30 days thereafter, a new
Record Date for such interest payment (a “Special Record Date”) will be established by the Paying Agent/Registrar,
if and when funds for the payment of such interest have been received from the Commission. Notice of the Special
Record Date and of the scheduled payment date of the past due interest (which must be 15 days after the Special
Record Date) will be sent at least five business days prior to the Special Record Date by United States mail, first
class, postage prepaid, to the address of each registered owner of a 2004 Bond appearing on the registration books of
the Paying Agent/Registrar at the close of business on the day next preceding the date of mailing of such notice.

BOOK-ENTRY-ONLY SYSTEM

This section describes how ownership of the 2004 Bonds is to be transferred and how the principal of,
premium, if any, and interest on the 2004 Bonds are to be paid to and credited by the Depository Trust Company
("DTC") while the 2004 Bonds are registered in its nominee's name. The information in this section concerning
DTC and the book-entry-only system has been provided by DTC for use in disclosure documents such as this
Official Statement. The Authority believes the source of such information to be reliable, but takes no
responsibility for the accuracy or completeness thereof.

The Authority cannot and does not give any assurance the (1) DTC will distribute payments of debt
service on the 2004 Bonds, or redemption or other notices, to DTC Participant, (2) DTC Participants or others
will distribute debt service payments paid to DTC or its nominee (as the registered owner of the 2004 Bonds), or
redemption or other notices, to the Beneficial Owners, or that they will do so on a timely basis, or (3) DTC will
serve and act in the manner described in this Official Statement. The current rules applicable to DTC are on file
with the Securities and Exchange Commission, and the current procedures of DTC to be followed in dealing with
DTC Participants are on file with DTC.

The Depository Trust Company ("DTC"), New York, New York, will act initially as securities depository
for the 2004 Bonds. The 2004 Bonds will be issued as fully-registered securities registered in the name of Cede
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& Co. (DTC's partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully-registered certificate will be issued for each maturity of the 2004 Bonds in the aggregate principal
amount of such maturity, and will be deposited with DTC.

DTC, the world's largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a "banking organization" within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a "clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange
Act of 1934. DTC holds and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments from over 85 countries that DTC's
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized
book-entry transfers and pledges in Direct Participants' accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants
of DTC and Members of the National Securities Clearing Corporation, Government Securities Clearing
Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC,
and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock
Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and
clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either
directly or indirectly (“Indirect Participants”). DTC has Standard & Poor's highest rating: AAA. The DTC Rules
applicable to its Participants are on file with the Securities and Exchange Commission. More information about
DTC can be found at dtcc.com.

Purchases of 2004 Bonds under the DTC system must be made by or through Direct Participants, which
will receive a credit for the 2004 Bonds on DTC's records. The ownership interest of each actual purchaser of
each 2004 Bond ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered
into the transaction. Transfers of ownership interests in the 2004 Bonds are to be accomplished by entries made
on the books of Direct or Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interests in the 2004 Bonds, except in the event that use of the
book-entry system for the 2004 Bonds is discontinued.

To facilitate subsequent transfers, all 2004 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of 2004 Bonds with DTC and their registration in the name of
Cede & Co., or such other DTC nominee, do not effect any change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the 2004 Bonds; DTC's records reflect only the identity of the
Direct Participants to whose accounts such 2004 Bonds are credited, which may or may not be the Beneficial
Owners. The Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed
by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to
time. Beneficial Owners of 2004 Bonds may wish to take certain steps to augment the transmission to them of
notices of significant events with respect to the 2004 Bonds, such as redemptions, tenders, defaults, and proposed
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amendments to the 2004 Bond documents. For example, Beneficial Owners of 2004 Bonds may wish to ascertain
that the nominee holding the 2004 Bonds for their benefit has agreed to obtain and transmit notices to Beneficial
Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to the Paying
Agent/Registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the 2004 Bonds within a maturity are being
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such
maturity to be redeemed.

Neither DTC nor Cede & Co. nor any DTC nominee will consent or vote with respect to the 2004 Bonds
unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual procedures, DTC
mails an Omnibus Proxy to the Authority as soon as possible after the record date. The Omnibus Proxy assigns
Cede & Co.'s consenting or voting rights to those Direct Participants to whose accounts the 2004 Bonds are
credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, interest and principal payments on the 2004 Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC's practice is to credit
Direct Participants' accounts upon DTC's receipt of funds and corresponding information from the Authority or
the Paying Agent/Registrar, on payable date in accordance with their respective holdings shown on DTC's
records. Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in "street
name," and will be the responsibility of such Participant and not of DTC nor its nominee, the Paying
Agent/Registrar, or the Authority, subject to any statutory or regulatory requirements as may be in effect from
time to time. Payment of redemption proceeds, interest and principal payments to Cede & Co. (or such other
nominee as may be requested by an authorized representative of DTC) is the responsibility of the Authority or the
Paying Agent/Registrar, disbursement of such payments to Direct Participants will be the responsibility of DTC,
and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.

DTC may discontinue providing its services as depository with respect to the 2004 Bonds at any time by
giving reasonable notice to the Authority. Under such circumstances, in the event that a successor securities
depository is not obtained, 2004 Bonds are required to be printed and delivered.

The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, 2004 Bonds will be printed and delivered in accordance with the
Resolution.

In reading this Official Statement it should be understood that while the 2004 Bonds are in the Book-
Entry-Only System, references in other sections of this Official Statement to registered owners should be read to
include the person for which the Participant acquires an interest in the 2004 Bonds, but (i) all rights of ownership
must be exercised through DTC and the Book-Entry-Only System, and (ii) except as described above, notices that
are to be given to registered owners under the Resolution will be given only to DTC.

The information in this section concerning DTC and DTC's book-entry system has been obtained from
DTC and the Authority takes no responsibility for the accuracy thereof.

SELECTED PROVISIONS OF THE RESOLUTION
Definitions

Definitions of certain terms in the Resolution are substantially as follows:
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The term “Act” shall mean Chapter 435, Texas Government Code, as amended.

The term “Additional Bonds” shall mean the additional parity revenue bonds permitted to be authorized in the
Resolution.

The term “Bonds” shall mean the Series 2002 Bonds and the 2004 Bonds.

The term “Construction Fund” shall mean the Texas Military Facilities Commission Series 2004 Bond
Construction Fund established by the Resolution.

The term “Interest and Sinking Fund” shall mean the Texas Military Facilities Commission Revenue Bonds
Interest and Sinking Fund established by the 1979 Resolution.

The term “1979 Resolution” shall mean the resolution adopted by the Texas National Guard Armory Board
on August 25, 1979, authorizing the issuance of Texas National Guard Armory Board Refunding and
Improvement Revenue Bonds, Series 1979.

The term “Operation and Maintenance Expenses” shall mean all actual operation and maintenance expenses
incurred by the Commission in any particular fiscal year or period to which said term is applicable or charges
made therefor during such fiscal year, including amounts reasonably required to be set aside in the Revenue Fund
as reserves for items of Operation and Maintenance Expenses, the payment of which is not then immediately
required. Such Operation and Maintenance Expenses include, but are not limited to, expenses for ordinary
maintenance, repairs, renewals and replacements of the Property of the Commission, salaries and wages,
employees’ health, hospitalization, pension and retirement expenses, fees for services, materials and supplies,
rents, administrative and general expenses, insurance expenses, legal, engineering, accounting and financial
advisory fees and expenses and costs of other consulting and technical services not funded from proceeds of
bonds, taxes, payments in lieu of taxes and other governmental charges, fuel costs, including the acquisition and
transportation of any and all fuels, cost of purchase of power and transmission service, and any other current
expenses or obligations required to be paid by the Commission and the fees and expenses of fiduciaries. Such
Operation and Maintenance Expenses do not include depreciation or amortization.

The term “Other Revenues” shall mean all income of the Commission, excluding Pledged Revenues, and
including, but not limited to, State appropriations to the Commission for Operation and Maintenance Expenses
and any revenues received by the Commission under any Federal Maintenance Contract or other contract or deed
limiting to specific purposes the use of revenue derived from property so held.

The term “Paying Agent/Registrar” shall initially mean JPMorgan Chase Bank, or its successor or successors.

The term “Permitted Investments” shall mean those investments authorized by the Public Funds Investment
Act, Chapter 2256 of the Texas Government Code, as amended, and the Commission’s Investment Policy to the
extent authorized by Texas law.

The term “Pledged Revenues” shall mean, collectively, the rents, issues and profits from all Property of the
Commission, including, but not limited to (1) rentals received from use of the Property of the Commission, (2) to
the extent permitted by law, the proceeds of the sale of Property of the Commission, (3) to the extent permitted by
law, any amounts received from the United States Government, (4) all interest and income derived from the
deposit and investment of moneys credited to the Funds maintained pursuant to the Resolution, and (5) any
additional revenues, income, receipts or other resources, including, without limitation, any grants, donations or
income received or to be received from the United States Government, or any other public or private source,
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whether pursuant to an agreement or otherwise, which hereafter may be pledged to the payment of the 2004
Bonds or the Additional Bonds, but excluding Other Revenues.

The term “Property of the Commission” shall mean all properties, both real and personal, under the care of or
owned or operated by the Commission, including but not limited to armories.

The term “Rebate Fund” shall mean the fund by that name established by the Resolution.

The term “Resolution” shall mean the resolution of the Authority authorizing the issuance of the Series 2004
Bonds.

The term “Revenue Fund” shall mean the Revenue Fund established by the 1979 Resolution.

The term “Series 2002 Bonds” shall mean the Texas Public Finance Authority (Texas Military Facilities
Commission) Refunding and Armory Improvement Revenue Bonds, Series 2002, dated January 1, 2002,
authorized by resolutions of the Authority on December 18, 2001 and the Commission on December 7, 2001.

Flow of Funds

(a) All collections of the Pledged Revenues and all Other Revenues shall be deposited or credited as
received in the Revenue Fund. All moneys deposited in or credited to the Revenue Fund with the exception of
direct State appropriations for Operation and Maintenance Expenses, shall be maintained and held by JPMorgan
Chase Bank, as Trustee (the “Trustee”).

(b) The Commission shall transfer from the Pledged Revenues in the Revenue Fund and deposit to the
credit of the Interest and Sinking Fund (to secure and be used to pay debt service on the Bonds) on or before
September 25, 2004 and semiannually thereafter on or before each September 25 and March 25, the following
amounts:

1 An amount which will be sufficient, together with other moneys then on hand therein and
available for such purpose, to pay the interest scheduled to come due on the Bonds on the next succeeding Interest
Payment Date; and

2) An amount which will be sufficient, together with other moneys then on hand therein and
available for such purpose, to pay the principal scheduled to mature and come due on the Bonds on the next
succeeding Interest Payment Date.

(© All moneys remaining in the Revenue Fund and not required for the transfers therefrom provided for
in (b) above, shall be used to the extent required for the payment of Operation and Maintenance Expenses.

Deficiencies and Excess Revenues

(a) If on any occasion there shall not be sufficient Pledged Revenues to make the required deposits into the
Interest and Sinking Fund, then such deficiency shall be made up as soon as possible from the next available
Pledged Revenues, or from any other sources available for such purpose.

(b) Subject to making all deposits to the credit of the Interest and Sinking Fund, and payment of Operation

and Maintenance Expenses, as required by any resolution authorizing the issuance of the Bonds or Additional
Bonds, the surplus Pledged Revenues may be used by the Commission for any lawful purpose.
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Transfer to Paying Agent/Registrar

On or before the first day of each interest and principal payment date while any of the Bonds and Additional
Bonds, if any, are outstanding and unpaid, there shall be made available to the Paying Agent/Registrar therefor,
out of the Interest and Sinking Fund, money sufficient to pay such interest on and such principal of the Bonds and
Additional Bonds, if any, as will accrue or mature on such payment date. The Paying Agent/Registrar shall
totally destroy all paid Bonds and Additional Bonds, if any, and the coupons appertaining thereto, if any, and shall
furnish the Commission with an appropriate certificate of destruction.

Further Payments

Whenever the total amount in the Interest and Sinking Fund shall be equivalent to (1) the aggregate principal
amount of Bonds and Additional Bonds, if any, outstanding, plus (2) the aggregate amount of all unpaid interest
that has come due or will come due on or before the final maturity date of the Bonds and Additional Bonds, then
no further payment need be made into the Interest and Sinking Fund. In determining the amount of Bonds or
Additional Bonds outstanding, there shall be subtracted the amount of any Bonds or Additional Bonds for which
funds shall have been deposited with the Paying Agent/Registrar sufficient for their redemption.

Investments

(a) Money in the Revenue Fund, and the Interest and Sinking Fund may, at the option of the Commission, be
invested in Permitted Investments provided that all such deposits and investments shall be made in such manner
that the money required to be expended from any fund will be available at the proper time or times. Such
investments shall be valued in terms of current market value as of the last day of each fiscal year. Interest and
income derived from such deposits and investments shall be credited to the fund from which the deposits or
investments were made Such investments shall be sold promptly when necessary to prevent any default in
connection with the Bonds or Additional Bonds.

(b) Money in the Construction Fund and the Rebate Fund may, at the option of the Commission, be invested
in Permitted Investments as are authorized by applicable law.

(c) All money in the Revenue Fund, Interest and Sinking Fund, and Construction Fund, to the extent not
invested, shall be secured in the manner prescribed by law for securing funds of the Commission, in principal
amounts at all times not less than the amount of money credited to such funds, respectively.

Rate Covenant

The Commission shall fix, charge and collect rents for the use of the Property of the Commission, in such
amounts, without any limitation whatsoever, as will be at least sufficient at all times to provide, together with
other Pledged Revenues, the money for making all deposits required to be made to the credit of the Interest and
Sinking Fund in connection with the Bonds (including the 2004 Bonds) and any Additional Bonds and, together
with other moneys available for such purpose, for paying the Operation and Maintenance Expenses. Further, the
Commission shall maintain leases with the Adjutant General of the State of Texas or any agency of the Federal
Government for the use of all or part of the Property of the Commission whereby the lease payments therefrom
will be sufficient to provide the money for making all deposits required to be made to the credit of the Interest and
Sinking Fund in connection with the Bonds and any Additional Bonds and, together with other moneys available
for such purpose, for paying the Operation and Maintenance Expenses.
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Additional Bonds

The Authority, on behalf, and at the direction, of the Commission, shall have the right and power at any time and
from time to time, and in one or more series or issues, to authorize, issue and deliver additional parity revenue
bonds (herein called “Additional Bonds™) in any amounts, for any lawful purpose. Such Additional Bonds, if and
when authorized, issued and delivered in accordance with the Resolution, shall be secured and payable equally
and ratably on a parity with the Bonds and all other outstanding Additional Bonds, by an irrevocable first lien on
and pledge of the Pledged Revenues.

Additional Bonds and Subordinate Lien Obligation Provisions

(a) Each resolution under which Additional Bonds are issued shall provide that the Interest and Sinking Fund
shall secure and be used to pay all Additional Bonds as well as the Bonds. However, each resolution under which
Additional Bonds are issued shall specifically provide and require that, in addition to the amounts required by the
provisions of all resolutions authorizing the Bonds and the provisions of any other resolution or res